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ABSTRACT 



This testimony is an evaluation of the U.S. Department of 
Education's progress in integrating its National Student Loan Data System 
(NSLDS) with other student financial aid systems, as required by law. NSLDS 
was authorized under the 1986 Higher Education Act amendments as a- means to 
improve compliance with repayment and loan-limitation provisions, and to help 
ensure accurate information on student loan indebtedness and institutional 
lending practices. The testimony maintains that the Department of Education 
has made only limited progress in integrating NSLDS with other systems, 
largely because the department has not developed an overall systems 
architecture, which has allowed the proliferation of individual stand-alone 
systems. Although information can be shared among systems, the process is 
cumbersome, expensive, and inefficient. It is recommended that the Department 
of Education develop and enforce a department -wide systems architecture by 
June 30, 1998, and that all information technology investments made after 
that date conform to this architecture. A table outlines student financial 
aid systems contract costs over the last 5 years. A list of 12 related 
General Accounting Office publications is included. (MDM) 
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Mr. Chairman and Members of the Subcommittee: 



We are pleased to be here today to discuss the results of our 
just-completed review of the Department of Education’s progress in 
integrating its National Student Loan Data System, or nslds, with other 
student financial aid systems, as required by law. nslds was designed to 
track loan and grant information on programs authorized under title IV of 
the Higher Education Act of 1965, (hea) as amended. It also was to provide 
a research database, and support operations, including prescreening of aid 
applicants for eligibility and student enrollment status. 

For millions of Americans, such student aid programs are the deciding 
factor in whether postsecondary education is within financial reach. As 
such, it is critical that the information contained in these systems be 
accurate. More than $47 billion is to be made available on behalf of about 
8 million students for the 1998-99 academic year — about 80 percent of it 
through student loans. 

As described in detail in our report being released at this hearing today, 1 
the Department of Education has made only limited progress in integrating 
nslds with the other student financial aid systems that support title IV 
programs. This is largely because the Department has not developed an 
overall systems architecture, a framework needed to allow these disparate 
systems to operate in concert with each other. As a result, while 
information can be shared among systems, the process is cumbersome, 
expensive, and unreliable. 

Further, the lack of a systems architecture allows the proliferation of 
individual stand-alone systems. This is expensive, not only with respect to 
system procurement, operation, and maintenance, but also in terms of 
efficiency. Such an approach has served immediate program needs on a 
limited basis, but undermines sharing of student financial aid information 
across programs. This, in turn, can result in different databases containing 
different and perhaps conflicting information on the status of a student 
loan or grant. Our report recommends specific actions that we believe 
offer a realistic approach as the Department works to address these 
challenges. 



‘ Student Financial Aid Information: Systems Architecture Needed To Improve Programs’ Efficiency 
(GAO/AIM D-97-122, July 29, 1997). 
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Four major sources of student aid are currently available: the Federal 
Family Education Loan Program (ffelp), 2 the Pell Grant Program, the 
Federal Direct Loan Program, and Campus-Based Programs. 3 Before the 
recent 5-year phase-in of the direct loan program, ffelp and the Pell Grant 
programs were the largest sources of federally financed educational 
assistance, ffelp provides loans through private lenders; these loans are 
guaranteed against default by about 36 guaranty agencies 
nationwide — state and nonprofit private agents of the federal government 
whose services include, among others, payment of claims on defaulted 
loans. The loans are ultimately insured by the federal government. The Pell 
program provides for grants to economically disadvantaged students. 

Over the years, both ffelp and the Pell Grant Program have been subject 
to waste, fraud, and abuse. Because of the limited risks to schools, 
lenders, and guaranty agencies, and the billions of dollars in available aid, 
the structure of ffelp created the potential for large losses, sometimes 
through abuse. In fiscal year 1995, for example, the federal government 
paid out over $2.5 billion to make good the guarantee on defaulted student 
loans. In our past work we found that students who had previously 
defaulted on student loans were nonetheless subsequently able to obtain 
additional loans. 4 The Pell program has likewise experienced abuse, such 
as students’ receiving grants while attending two or more schools 
concurrently. Since the inception of the program in 1973, students have 
been limited to receiving Pell grants from only one school at a time. 

The Department’s student financial aid programs are one of 25 areas we 
have categorized as high risk because of vulnerability to waste, fraud, and 
abuse. 5 Although progress has been made, the Department’s controls for 
ensuring data accuracy and management oversight remain inadequate. The 
Department has long recognized its significant problems with title IV data 
reliability. In fact, it reported this as a material weakness under the 
Federal Managers’ Financial Integrity Act. Plans are now underway to 
address this issue through a major initiative started last December to 
reconcile nslds data with data in the program-specific databases. 



2 Formerly the Guaranteed and Stafford Student Loan programs. 

^e Campus-Based Programs include the Federal Work-Study Program, the Federal Perkins Loan 
Program, and the Federal Supplemental Educational Opportunity Grant Program. 

4 Student Financial Aid: Data Not Fully Utilized to Identify Inappropriately Awarded Loans and Grants 
(G AO/HEH S-95-89, July 11, 1995). 



5 High-Risk Series: Student Financial Aid (GAO/HR-97- 1 1, February 1997). 
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